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New Demands for Greater Federal Assistance Raise Many Questions Today 


A Tax FouNDATION SURVEY 


Wwe the year 1916 may be said to mark the beginning of the program of sustained 
Federal aid to highways, the interest of the national government in roads may be much older. 
From the very beginning of our nation’s history, in the opinion of some authorities, the 
government has supported national highways and other transportation. The First President, in 


his youth, for example, envisioned the pene- 
tration of the forests that divided the Atlantic 
seaboard and the Ohio, and when in office lent 
his support to recommendations for public 
improvement of post offices and post roads. 


Jefferson, too, favored improvements in transpor- 
tation, but like Washington, say the historians, was 
compelled to forego active work on roads and other 
forms of transportation for lack of funds, There 
is some historical basis, however, for the belief 
that as early as 1806 the Federal government aided 
financially in the construction of what was called 
the “Cumberland Road,” stretching from the East 
Coast to the Ohio. 


In 1802, say still other authorities, Congress 
passed an act for the admission of Ohio as a state, 
and included a provision that five percent of the 
proceeds of the sale of public lands in that state 
should be applied to laying out and construction 
of public roads connecting the Ohio with the navi- 
gable waters of the Atlantic. 
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Subsequent Congressional acts, history indicates, 
embodying the admission of three states, Indiana, 
Illinois, and Missouri, contained like provisions 
as to the spending of monies derived from the sale 
of public lands in those states. They also contained 
authority for the extension of the western terminus 
of the “Cumberland Road” to Jefferson City, Mis- 
souri. Over the next 40 years more than $6 million 
of Federal money assertedly was spent on this road. 


From that beginning, it might be said, springs 
today’s huge Federal-aid to highways program. 
Within recent weeks a Senate committee proposed 
bill would provide $910 million in Federal aid for 
highways in each of the fiscal years 1956 and 1957, 
plus $100 million for strictly Federal roads and 
highways (forest roads, trails, etc.). 


Earlier this year, an Administration-supported 
bill was passed by the House which would have 
the effect of increasing the Federal-aid highway 
authorization from the current $575 million level 
to $800 million for each of the fiscal years in- 
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volved, plus $75 million in each of the years for 
strictly Federal roads and highways. Presumably, if 
the Senate goes along with its committee’s report. 
there will have to be a compromise on the total 
of authorizations for fiscal 1956 and 1957. But it 
would appear that in any event, total road-aid 
authorizations may top those that have prevailed 
in the past few years. 


Included in the House-passed bill were authori- 
zations for: $270 million for the primary road sys- 
tem; $180 million for the secondary system; $150 
million for the urban road system, and $200 million 


authorizations would be $225 million higher for 
each of the two years than in fiscal 1954 and 1955; 
if the Senate committee’s reported measure should 
win approval the new total would be $332 million 
higher for each of the two years. 


The printed 1953 hearings of the House Sub- 
committee on Roads contains a table showing that 
the authorized $575 million in aid for the various 
road systems, plus the authorization of $77 million 
for strictly Federal roads for 1954 and 1955 came 
to $652.5 million for each of those years, or a total 
of $1.3 billion. Should the new House measure 


With new high spending totals proposed for aid to highways, this Tax Foundation survey takes a 


look backward at the history of Federal road assistance and encompasses some of the more recent 


opinions and facts bearing on the government’s role in a complex picture. 





for the so-called “interstate” system. The bill, as 
noted, also contained a provision for authorization 
of $75 million for strictly Federal roads and high- 
ways. 


That ‘measure in the House was passed exactly 
as the House Public Works Committee reported it. 
As approved, the bill continues the present 50-50 
“matching” basis for the three types of road sys- 
tems, but changes the formula for the “interstate” 
system whereby half of the $200 million authorized 
would be apportioned on a 60 (Federal) and 40 
(state) basis, and half on a population basis. 


Is It Needed Now? 


There are some who ask whether this legislation 
should be pushed so vigorously at this juncture, 
particularly when the entire highway program is 
under study by the Committee on Intergovern- 
mental Relations. 


Compare the authorizations in bills offered so 
far this year with those set out in the Federal-aid 
Highway Act of 1952, for the fiscal years 1954 
and 1955. The measure authorized $247.5 million 
for the primary system, $165 million for the sec- 
ondary system, and $137.5 million for the primary 
system in urban areas. The interstate system was 
authorized in the amount of $25 million. 


Thus, if the present House authorization measure 
for the next two fiscal years should prevail, the 
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become law, the total for the two years is likely 
to be something around $1.8 billion. If the Senate 
committee measure becomes law, the total for fiscal 
1956 and 1957 would run up to over $2 billion. 


In view of this projected new high in the authori- 
zation of funds for Federal aid to highways, it 
is interesting to recall that at last year’s hearings, 
a representative of the Bureau of Public Roads 
said in part, while discussing a review to be made 
of the Bureau’s policies, organization, and op- 


erations: 


“T doubt that there has been a time in the long 
life of the Bureau when there have been so many 
and divergent opinions voiced as to the role of the 
Federal government in our highway program.” 


He went on to point out that the “philosophies” 
on the role included: (1) complete return to the 
states of highway responsibility and withdrawal of 
the Federal government from the gasoline tax pic- 
ture; to (2) continuance of the then existing plan; 
to (3) linkage between the aid to states and the 
total gasoline tax collection; and to (4) the view 
that all excise taxes now collected in the area of 
transportation be allocated to the Federal-aid to 
highways program. The hearings covered extensive 
testimony from various witnesses on these points. 


“The whole problem,” he continued, “ is so intric- 
ate, and the effects of any ultimate choice of a plan 
will be so far-reaching, that I feel it demands more 
time than we have had to arrive at a firm conclusion.” 
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Although there was, according to a witness at 
last year’s hearings, intermediate activity by the 
Federal government insofar as road-aid was con- 
cerned between the time of the “National Pike” or 
“Cumberland Road” and an era just before World 
War I, the Federal government did not become 
“heavily involved” in highway aid until 1912, when 
$500,000 was appropriated to pay one-third of the 
cost of improving the roads over which the mails 
were carried. 


In this same year, the witness said, Congress in- 
stituted a “thorough study” of highways. This study 


was completed in 1915, and served, he asserted, as _ 


the basis for the Federal Road Act of 1916, the real 
beginning of the Federal road-aid program as we 
know it today. 


Federal Activity Expanded 


To carry out the original objectives, the intial 
appropriation for road aid was limited to seven per- 
cent of the rural mileage in each of the 48 states. 
By successive steps Federal activity in this field has 
expanded so that it now reaches into every major 
aspect of state and local highway administration. 
At all levels of government, elaborate administra- 
tive facilities are provided for supervision and in- 
spection of the same roads. The relationship be- 
tween the states and Federal government compli- 
cates the picture because division and district offices 
must be maintained to facilitate the grant-in-aid 
program. Waste and duplication frequently result 
from this dual or triple responsibility and control, 
both administratively and financially, 


As of last year, the rural roads eligible for Fed- 
eral aid accounted for 23 percent of the total rural 
mileage—as compared with the original seven per- 
cent of some 30-odd years ago. The expansion of 
eligible mileage has, of course, been accompanied 
by an increase of authorizations and expenditures, 
from $75 million in 1921, for example, to the $575 
million currently. 


As a result, the percentage of total funds ex- 
pended for state and local construction purposes 
(accounted for by Federal money), increased from 
about 9 percent in 1921, for example, to about 18 
percent last year. 


A chart introduced at the Roads Subcommittee 
hearing last year graphically showed the rise in 


Federal-aid road construction. Titled “Federal-aid 
Highway Construction Put in Place” between the 
years 1924 and 1952, it showed that in the former 
year the amount was slightly over $200 million. 
The figure remained more or less constant until 
1931 when it rose to better than $300 million. It 
dropped during the Depression, but passed the 1931 
peak in 1934—then went on to new highs in 1936. 
In that year it almost reached $400.5 million. 


From that high point it descended swiftly, largely, 
of course, because of the suspension of building 
during the war until in 1945 it was about $100 
million. From that nadir, however, it climbed slowly 
but surely (with the exception of 1951), until in 
1952 it mounted to over $1 billion. Actually, ex- 
plained a witness, because of the depreciation of the 
dollar and rising prices, only slightly more work 
was done in 1952 than in 1936—at a dollar cost of 
about 21% times. 


Objective analysis would tend to show that Fed- 
eral highway aids are now being used for the 
purpose of forcing uniform standards and supple- 
menting revenues of state and local agencies. That 
these are not necessary activities of the Federal 
government is attested by the fact that state high- 
way departments are technically competent to de- 
termine their own requirements. It has been asserted 
that by revising the present methods of financing 
highways, the states would be capable of providing 
for their own highway needs. 


A Fallacious Argument 


“The Federal government,” it was noted at the 
recent conference of State Taxpayer Executives in 
Washington, “possesses no technical superiority 
over the states in performance of highway func- 
tions. The national government does not engage 
in the same technical activities as do the states. 
The engineering personnel of the state agencies 
are responsible for all original highway planning, 
the establishment of design standards and the actual 
construction and maintenance of the highways. The 
various state highway departments have acted in 
unison to establish nationwide highway standards.” 


Those who oppose elimination of Federal aids 
argue that such a move would result ultimately in 
uncoordinated highway improvements among the 
several states. This is hard to substantiate. The 
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economics of highway planning necessitate coordi- 
nation of routes at state boundaries. That this can 
be done with highways outside of the Federal-aid 
program is demonstrated by the coordinated plan- 
ning for toll routes between the states of New 
Jersey, Pennsylvania, Ohio, and more lately, Indiana. 


“An argument is made,” it was said, “that some 
of the states, without the disciplines imposed by 
the Bureau of Public Roads under existing aid 
programs would not apply their funds on the basis 
of relative highway needs, but rather on the basis 
of the personal desires of state officials. 


“This argument is based on the fallacious as- 
sumption that the Federal government is more 
responsible to the desires and needs of the people 
of a state than are the designated state officials. The 
technical competence of the state highway depart- 
ments has been demonstrated. Any lack of political 
responsibility on the part of state highway leader- 
« ship can be expected to be corrected at the polls.” 


States Surpass Means 


Those who favor elimination of Federal partici- 
pation point to the fact that in an effort to take 
advantage of Federal funds, the states very often 
make hasty decisions without realizing the prac- 
tical reality of their own needs. Efforts of the 
states to get as much Federal aid as possible denies 
completely the vital planning function for high- 
ways. The states very often have a tendency to over- 
look the need for matching Federal funds and go 
beyond their means in highway construction. 


The Conference was ‘old: 


“The states are financially able to provide for 
their highway needs. The states, in common with 
the highway users on which their highway revenues 
are based, have both the ability and willingness 
to finance their highway needs. State ability to 
finance highway construction is based more and 
more upon revenues collected from the highway 
users. In 1921, for example, less than 12 percent 
of the total revenues contributed for highway pur- 
poses came from highway users, while at present 
(1953), about 63 percent comes from this source.” 


Since 1945, the rapid growth in expenditures 
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for state highways has been largely met by state 
highway revenues, exclusive of borrowing. Since 
1945, state expenditures have increased from $643 
million to $3,361 million, while revenues con- 
tributed for road purposes by state governments have 
increased from $1,185 million to $3,132 million. 


Last year it was estimated the states would col- 
lect 63 percent of all revenues for highway and 
street purposes. This is contrasted to collections 
of local rural units of 10.3 percent, and urban places 
of 14.1 percent. The contribution of the Federal 
government in 1953 is estimated to have amounted 
to only 12 percent of all revenues. 


While state highway revenues have been increas- 
ing, the localities have been neglecting their tradi- 
tional source of revenue and have been relying on 
the states and Federal government to contribute 
funds to meet their deficiencies. In 1921, before 
the Federal-road-aid program got underway—and 
before strong state highway administrations were 
developed—over 65 percent of all revenues devoted 
to highways came from local property taxes. As of 
last year, about 25 percent were so derived. 


One of the most dangerous features in the whole 
Federal-aid highway picture is the growing agita- 
tion to link Federal highway-aid directly with the 
Federal gasoline tax (linkage theory). This would 
be a first big step toward violation of the basic 
principle that tax revenues should be available for 
appropriation by the Congress and not earmarked 
for a specific purpose. 


The growth of the nation and the concurrent 
vast expansion in the number of gasoline-powered 
vehicles used for transportation and commerce, 
have raised problems that could not be foreseen by 
the men who decided years ago that the Federal 
government should have a financial hand in the 
nation’s road-building. 


As the demand for bigger and better highways 
increases, as the amounts sought from the Federal 
government for them grow larger and larger, many 
experts take the position that while a reasonable 
amount of Federal highway aid is justified, it should 
not be allowed to reach such proportions that the 
Federal government virtually dominates the high- 
way field. 














